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SUMMARY OF BILL:     Allows tax exempt 501(c) entities that operate vending machines
to pay a 1.5% (2.5% for tobacco) gross receipts tax instead of sales tax on their vending
machine sales.  The bill also allows the Department of Revenue to charge a $2.00 fee to
register each company and a $1.00 fee for the registration of each machine.  This registration
must be displayed on the machine along with the name and address of the owner of each
machine.

ESTIMATED FISCAL IMPACT:

Decrease State Revenues - Net Impact -Exceeds $2,400,000

Increase State Expenditures - $20,525 One-Time

Decrease Local Govt. Revenues - Exceeds $1,000,000 Recurring

Estimate assumes:

• 14.6% of the vending machines in the state are owned by entities that would be exempt
under this plan based upon data obtained from the Automatic Merchandiser's 2002
State of the Vending Industry report.

• Due to the type of institutions involved: schools, hospitals, and nursing homes, few would
be selling tobacco products in vending machines therefore, estimates are provided using
the 1.5% tax rate.

• Estimated sales of vending machines for FY 2004 are $306,900,000.

• The sales affected by the bill are: $306,900,000 X 14.6% = $44,807,400

• The state sales tax lost by this measure is: $44,807,400 X 7% = $3,136,518.

• The gross receipts tax that would be paid under this bill is: $44,807,400 X 1.5% =
$672,111.

• The total revenue lost by the state is: $3,136,518 - $672,111 = $2,464,407.

• The total revenue lost by local governments is $44,807,400 X 2.4% = $1,075,377

• The cost to the Department of Revenue to notify vendors is estimated at $600.

• Implementation charges include a one time cost for systems changes estimated to be
$19,925 and a one-time mailing fee of $600.

• Registration fees of $1 per machine and $2 per account would generate approximately
$13,000.
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